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Canadian Exchange Rate 


In announcing on September 30 that the Canadian 
Government had, by Order in Council under the authority 
of the Foreign Exchange Control Act, cancelled the 
Canadian official rates of exchange which, since Sep- 
tember 19, 1949, had been calculated on the basis of 
a 10 per cent premium for the United States dollar, 
Mr. Abbott, the Minister of Finance, stated that it had 
been decided not to establish any new fixed parity for 
the Canadian dollar at this time, nor to prescribe any 
new official fixed rates of exchange. Instead rates of 
exchange would be determined by conditions of supply 
and demand for foreign currencies in Canada. 

Banks and other authorized agents will deal in foreign 
exchange as principals, but will continue to act as 
official agents of the Foreign Exchange Control Board 
for the issue of permits and in other matters relating 
to exchange control. The general structure of exchange 
control remains unchanged, including control over secur- 
ities transactions between residents and nonresidents and 
control over payments of Canadian dollars to nonresi- 
dents. A resident receiving foreign exchange is still 
required to declare it to an authorized dealer. He must 
then either sell it immediately to an authorized dealer at 
the going rate of exchange, or deposit it in a special 
foreign-currency account with his authorized dealer, in 
which case he may not make any other use of the 
foreign currency but may choose his time for selling it 
within a period of 90 days. A resident desiring to obtain 
foreign exchange must apply to his authorized dealer for 
a permit which, if granted, will allow him to buy the 
required foreign currency from an authorized dealer at 
the going rate of exchange. 

Merchants and other residents who are offered foreign 
currency by tourists are no longer required to pay any 
fixed rate of exchange, but may pay such rate as may be 
agreed on. A permit will still be required for the export 
of funds for travel abroad by Canadians, but it is planned 
to jncrease the amount authorized for travel for any 
purpose so as to cover all reasonable travel expenditures. 

One result of this new system is that the so-called un- 
official rates for Canadian dollars in New York and other 
centers will disappear. The rate will be basically the 
same in Canada and abroad, although certain local 
variations may be expected, particularly in transactions 
in bank notes. Fluctuations in the basic rate will no 
doubt occur from time to time in accordance with chang- 
ing conditions of supply and demand. After a short 


transitional period reasonably stable conditions are ex- 
pected to develop in the exchange market. 

It is intended to maintain the structure of control in 
its familiar form as a defense against possible adverse 
conditions in the future, and revisions will be few. 
Residents will still require a permit to export capital 
from Canada and such permits will not normally be 
gratited éxcept for necessary business operations and 
certain amounts exported by emigrants. Similarly, non- 
residents will still be required to obtain a permit in order 
to withdraw capital from Canada and such permits will 
normally not be granted except in the case of sale of 
fixed assets in Canada or liquidation of capital invest- 
ments made since 1939 and recorded with the Foreign 
Exchange Control Board. 

Mr. Abbott recalled that the changed conditions 
brought about by the devaluations of September 1949 
had been such that Canadian trade might have been 
adversely affected if no change had then been made in 
the value of the Canadian dollar. The Canadian current 
account of international trade in goods and services has 
since shown a moderate surplus, although rather less than 
in the previous year. In recent months, however, there 
has been a growing tide of capital movements out of 
foreign currencies into Canadian dollars. 

In large part, particularly in the last few weeks, this 
has been a speculative movement in the hope of fairly 
early action to restore the Canadian dollar to parity 
with the U.S. dollar. Canadian official reserves of gold 
and U.S. dollars, which stood at $1,255 million on June 
30, rose to $1,320 million by July 31, to $1,504 million 
by August 31, and were about $1,789 million (prelimin- 
ary) on September 30. The gross inflow was actually 
more than $285 million in September, because the figure 
given above allows for the setting aside of $50 million 
from reserves, in addition to the $50 million obtained 
through a recent bond issue in New York, to redeem a 
Government of Canada bond issue of $100 million. Mr. 
Abbott stated that there was no telling how much 
further this movement might have gone, so long as the 
fixed rate of a 10 per cent premium on U.S. dollars was 
maintained and people believed in the possibility or 
probability of an official change to another fixed rate. 

An influx of funds on this tremendous scale, he added, 
would, if it continued, be likely to exercise an inflationary 
influence at a time when Canadian Government policy in 
all fields is directed to combatting inflationary develop- 
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ments. The accumulation of foreign exchange under 
such conditions would mean a substantial increase in 
Canada’s gross foreign debt and annual service charges 
without any corresponding increase in its productive 
resources or ability to export. It was therefore highly 
desirable to put an end to this involuntary borrowing. 
To move the exchange rate back to parity with the U.S. 
dollar might bring to a stop the inward movement of 
speculative capital, but such a change would not neces- 
sarily be justified by fundamental conditions and might 
be found to require reversal or further adjustment within 
the not-too-distant future. To move the exchange rate 
to any other fixed point would be open to the same 
objections. The appropriate rate might be anywhere be- 
tween parity and the 9 per cent discount recently in 
effect. No one could determine in advance with any 
reasonable assurance a new level at which to fix the par 
value of the Canadian dollar, and the Government there- 
fore felt that the rate of exchange should be left to be 
determined by market forces. 

The Canadian Government has also decided that all the 
remaining import prohibitions and quota restrictions 
on consumer goods under Schedules I and II of the 
Emergency Exchange Conservation Act will be removed 
effective January 2, 1951. 


Europe 


U.K. Gold and Dollar Reserves 
The U.K. Treasury has announced that gold and dollar 


reserves are now at the highest level since prewar. They 
amounted to $2,756 million on September 30, 1950, an 
increase of $334 million since July 1. This increase con- 
sisted of an earned surplus of $187 million and of 
receipts from ECA amounting to $147 million. In the 
second quarter of 1950 the earned surplus had been 
$180 million and ECA receipts $240 million. The rise 
of $7 million in the earned surplus was mainly the result 
of the boom in American demand caused by the Korean 
conflict. 


Source: The Wall Street Journal, New York, N. Y., 
October 4, 1950. 


Anglo-Danish Trade Negotiations 


The Anglo-Danish negotiations in London to fix prices 
for butter imports from Denmark for the coming year 
are understood to have broken down. The agreement 
under which this trade is carried on leaves open the 
possibility of a change of price not exceeding 7.5 per 
cent annually. The Danish request for such an increase, 
based on an 8.9 per cent increase in costs since Septem- 
ber 1949, which is mainly the result of the higher cost 
of animal feedingstuffs resulting from devaluation, has 


not been accepted by the United Kingdom. An official 
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The International Monetary Fund was consulted in 
accordance with the terms of its Articles of Agreement 
by the Canadian Government. The Fund has announced 
that it recognizes the exigencies of the situation which 
have led Canada to the proposed plan and takes note 
of the intention of the Canadian Government to remain 
in consultation with the Fund and to re-establish an 
effective par value as soon as circumstances warrant. 

In order to insure that rates for sterling in terms of 
Canadian dollars reflect an orderly sterling-U.S. dollar 
cross rate, the Canadian Foreign Exchange Control Board 
is prepared to buy or sell sterling against U.S. dollars 
from Canadian banks’ head offices at the official rates, 
at present 2.79-7/8 and 2.80-1/8, respectively. Dealings 
in sterling against U.S. dollars with correspondents in 
other countries are not permitted. 

The rate quoted in New York for the Canadian dollar 
at the close of business on Wednesday, October 4, was 
95% cents as against the par value of 90.9 cents estab- 
lished in September 1949. 


Sources: International Monetary Fund, Press Release, 
Washington, D. C., September 30, 1950; The 
Wall Street Journal, New York, N. Y., October 
3 and 5, 1950. 


U.K. statement suggested that the sharp increase in 
Danish output in the past year showed that butter pro- 
duction in Denmark was still profitable, even at the 
present price. At the present time, Britain is paying 
$38 a cwt. for Danish butter. Exports of butter to the 
United Kingdom will continue. 


Sources: The Times, London, England, September 28, 
1950; Norges Handels og Sj¢fartstidende, Oslo, 
Norway, September 28, 1950. 


French Budget for 1951 


In preparing the French budget for fiscal 1951 a 
choice has to be made, given the existing level of revenue, 
between a substantial increase in the deficit, a reduction 
of investment expenditures, including reconstruction, 
and the scaling down of additional defense expenditures. 
A rearmament program will probably raise military ex: 
penditures from 420 billion francs in 1950 (official ap- 
propriations, which will probably be exceeded) to an 
estimated 650 billion francs. As a result of increases in 
civil servants’ salaries and in the subsidy to National 
Railroads from 50 billion to 90 billion francs, expendi- 
tures on current account are also to be raised from 94 
billion francs in 1950 to 1,050 billion francs in 1951. 
The ECA counterpart funds, which are due to reach 
250 billion francs in 1949, are also certain to be reduced 
to 100 billion. Assuming no other change in revenue 
(which is expected to reach 1,850 billion francs in fiscal 
1951, the same as in fiscal 1950), the conclusion is that 
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an additional budgetary “gap” of about 450 billion francs 
is likely, compared with fiscal 1950. 

To fill this gap either expenditures under the Monnet 
Plan and for reconstruction (which in 1950 reached 620 
billion francs, i.e., 9 per cent of net national income) 
will have to be cut, or revenue will have to be increased. 
Otherwise inflation is unescapable. Already for fiscal 
1950, 100 billion to 200 billion francs will have to be 
borrowed by the Government to balance accounts, so that 
the additional gap for 1951 must be offset if inflation 
is to be avoided. 

Source: Le Monde, Paris, France, September 23, 1950. 


New Price Measures in Belgium 


Supplementary to the measures taken by the Belgian 
authorities on September 9, 1950 to check the speculative 
wave of buying which had raised prices by 8 per cent be- 
tween June and August (see this News Survey, Vol. III, 
pp. 94-5), specific measures of price control were ex- 
pected at the end of September with the purpose of 
modifying and reinforcing the “normal price system.” 
Under the existing system the authorities have power to 
prosecute individuals or corporations making percentage 
profits considered “abnormal” in their line of trade. The 
new measures aim at checking price increases in excess 
of any increase in cost of production. 

Source: Agence Economique et Financiére, Brussels, 


Belgium, September 25, 1950. 


Netherlands Budget 


The 1951 budget of the Netherlands, presented to 
Parliament by Finance Minister Lieftinck on September 
19, shows a deficit of 117 million guilders, against 367 
million in 1950. 

The ordinary budget shows receipts of 3,678 million 
guilders and expenditures of 2,954 million. Military 
expenditures are estimated at 818 million guilders; al- 
though the figure may have to be raised by about 100 
million as a result of the Government’s recent decision 
to prepare three divisions for Western European defenses, 
it still falls short of the 1,076 million guilders spent in 
1950. The high figure for 1950 is attributed to the end 
of the conflict in Indonesia and the cost of repatriating 
Dutch troops. 

The extraordinary budget, concerned mainly with war 
rehabilitation and indemnities, shows expenditures of 
653 million guilders and revenue of 12 million. To these 
deficits must be added that of the Agricultural Fund, 
which handles food subsidies; this deficit is estimated at 
200 million guilders against 171 million in 1950. 

Source: The Financial Times, London, England, Sep- 
tember 20, 1950. 


New Taxes in Norway 


Of a total appropriation of NKr 250 million for ex- 
traordinary military and civil defense for the next two 
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and a half years, NKr 109 million will be used in the 
fiscal year 1950-51. A defense tax has been levied 
amounting to 10 per cent of the ordinary income and 
property taxes for this year, and is expected to yield 
about NKr 40 million. The Government is also working 
on proposals for reducing government expenditures. 
Duties on chocolate, sugar goods, and liquor have 
been raised from 100 to 150 per cent. During the first 
half of 1950 the value of consumption of luxury goods 
for which statistics are available was about 10 per cent 
higher than in the same period last year; about half the 
increase is due to higher prices and the rest to increased 
volume. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 25, 1950. 


Swedish Foreign Trade 


During the first eight months of 1950, Sweden’s imports 
amounted to SKr 3,742 million (US$725 million), an 
increase of SKr 960 million over the same period last 
year; exports were SKr 3,445 million (US$665 million), 
an increase of SKr 851 million. Import and export prices 
were fairly stable during the first five months of 1950, 
but between June and August import prices increased 
6 per cent and export prices 9 per cent. Between Sep- 
tember 1949 and August this year, the terms of trade 
rose from 88 (1935 = 100) to 98; export prices in- 
creased by 37 per cent and import prices by 23 per cent. 
The large advance in export prices was due to improved 
markets for wood pulp, paper, and lumber. These price 
indexes are based on price quotations in world markets 
and not on unit values; calculations based on the latter 
do not yield such favorable terms of trade. 

Data on trade by countries available in the first seven 
months show that, of a SKr 693 million increase in ex- 
ports over the same period last year, some SKr 495 mil- 
lion represents greater exports to the OEEC countries 
and their dependencies. The largest increase was in ex- 
ports to Western Germany, from SKr 135 million to 
SKr 370 million; exports to Norway also increased sub- 
stantially. Exports to the Western Hemisphere rose by 
SKr 153 million, to SKr 442 million, although when 
measured in dollars, the increase was only US$5 million. 
The whole of this increase is attributable to improved 
market conditions for wood pulp in the United States. 

The larger imports came mainly from Western Germany 
and Great Britain. Imports from the dollar area showed 
an increase in Swedish kroner, but none when measured 
in dollars. 

During the first seven months the trade deficit amounted 
to SKr 287 million, of which SKr 260 million was with 
the Western Hemisphere; there were also small negative 
trade balances with Asia and Africa. Sweden had, how- 


ever, a trade surplus with Europe of SKr 75 million. 
Sweden has now included Western Germany and 
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Belgium among the countries with respect to which import 
controls have been partially lifted, and therefore Sweden’s 
trade pattern is expected to change somewhat. Imports 
of chemicals, textiles, metals, and machinery will be 
switched, to a large extent, from Great Britain to Western 
Germany, since both prices and delivery terms are much 
more favorable in Western Germany. Sweden expects 
that British exporters will be unable to export to Sweden 
to the same extent as formerly, owing to increased de- 
mands for armament and for exports to the dollar area. 
Great Britain is expected to increase her imports, es- 
pecially lumber, from Sweden. Since the freeing of im- 
ports, there has been an improvement in the sales pos- 
sibilities of Swedish foodstuffs, iron and steel products, 
and machinery. Although Sweden has an import surplus 
with Great Britain this year, it is expected to have the 
traditional export surplus with Great Britain next year, 
since EPU has given Sweden better import possibilities 
from other European countries. 
Sources: Finanstidningen, Stockholm, Sweden, September 
2, 1950; Norges Handels og Sj¢fartstidende, 
Oslo, Norway, September 19, 1950; Sveriges 
Riksbank, Ur tidningarna, Stockholm, Sweden, 
September 25, 1950. 


Italian Import Policy 


The Italian Foreign Trade Ministry has prepared a 
decree which adds a number of foodstuffs and agricultural 
and finished products to the list of goods the importation 
of which is free from quantitative restrictions. After the 
enforcement of this measure Italy will have liberalized 
73 per cent of 1948 imports for agricultural products and 
foodstuffs, 82 per cent for raw materials, and 66 per cent 
for finished goods, contrasted with the standard of 60 
per cent established by OEEC. 

At the same time, other regulations have recently been 
issued, which it is feared may impede imports. Beginning 
August 29, importers are required, in order to obtain 
customs clearance for imported merchandise, to produce 
a certificate of origin legalized by Italian consular off- 
cials in the country of origin of the merchandise. Legal- 
ized certificates are, however, not required for imports 
from the United Kingdom, France, U.S.S.R., Norway, 
Costa Rica, Japan, Belgium, Bulgaria, Denmark, El 
Salvador, Finland, Rumania, Panama, or Sweden. The 
purpose of this regulation is believed to be primarily 
fiscal. Merchandise which is not accompanied by the 
required legalized certificate of origin has to be deposited 
in bond for 30 days, and during this period importers 
have to obtain the necessary legalization. Additional 
charges are imposed in event of failure to comply with 
the requirement. The new regulation is likely to create 
additional complications and impediments to the flow of 
imports. In many cases it will be difficult to identify the 
country of origin of goods which are purchased in 
transit by Italian importers, and moreover Italian consular 
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officials cannot legalize a certificate of origin without 

being familiar with the merchandise concerned. 

Sources: Economic News from Italy, New York, N.Y., 
September 15, 1950; Bank for International 
Settlements, Press Review, Basle, Switzerland, 
September 19, 1950. 


Greek Credit Policy 


The Greek Currency Committee is reported to have 
decreed that 25 per cent of the reserve requirements of 
commercial banks deposited with the Bank of Greece 
may be used for granting loans regarded by the Com. 
mittee as advantageous from an over-all point of view. 
Funds so released will finance half the amount of the 
loans; the other half will be financed by commercial 
banks’ own resources. Reserve requirements of com- 
mercial banks at present are 25 per cent of the! deposits 
of public institutions and 12 per cent of other deposits, 
It is estimated that 60 billion drachmas will be made 
available for loans by the new decree. 

Source: Adlantis, New York, N.Y., September 8, 1950. 


East German Foreign Trade 


According to reports from Eastern Germany the Two 
Year Plan (1949-50) has been fulfilled ahead of time. 
Industrial production has already risen to the 1936 level 
and the output of nationalized enterprises has reached 
65 per cent of total production. 

The improvement of industrial production is also 
reflected in the development of foreign trade. Eastern 
Germany’s most important trade partner is the Soviet 
Union (to which reportedly 85 per cent of exports of 
finished products are now directed). In 1948 foreign 
trade with the Soviet Union accounted for 41 per cent 
of Eastern Germany’s total foreign trade. This year, as 
a result of a trade agreement concluded in April 1950, 
trade with the Soviet Union has increased by 150 per cent. 
Soviet exports to Eastern Germany include machinery, 
steel, coke, ores, nonferrous metals, cotton, and food- 
stuffs. Eastern Germany exports mainly finished in- 
dustrial products. 

The turnover in foreign trade with Czechoslovakia 
amounted to $44 million in 1949, and a recent trade 
agreement calls for an increase by 80 per cent in 1950. 
Czechoslovakia exports to Germany mainly machinery, 
motor vehicles, textiles, and shoes. Among East German 
exports to Czechoslovakia are artificial fertilizers, tech- 
nical glass, and instruments. 

The turnover in foreign trade with Poland amounted 
to $152 million in 1949 (compared with only $14 mil- 
lion in 1946). This year’s turnover will be substantially 
higher as a result of a new Five Year Trade Agreement. 
Poland exports to Eastern Germany mainly coal, steel, 
grain, and foodstuffs. Eastern Germany’s main exports 
to Poland are machinery, optical instruments, and 


chemicals. 
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Eastern Germany’s exchange of goods with Rumania 
and Bulgaria is also rapidly increasing. A new trade 
agreement concluded with Hungary in June provides for 
a considerable expansion of trade beyond the original 
1950 target which had been fixed at the equivalent of 11 
million forints. Very good opportunities are also foreseen 
for trade with China. 

Source: Hospodar, Prague, Czechoslovakia, September 
14, 1950. 


Czechoslovakia’s Trade with Eastern Europe 


Since 1948 the share of Eastern European countries 
in Czechoslovakia’s foreign trade has been increasing. 
In the first half of 1950 the share of these countries was 
above the 45 per cent level which had been laid down as 
a target in the Five-Year Plan. Compared with 1947, 
Czechoslovak trade with the’ Soviet Union’ has risen “by 
564 per cent, with Poland by 536 per cent, with Rumania 
by 619 per cent, with Hungary by 223 per cent, with 
Bulgaria by 123 per cent, and trade with Albania is now 
fivefold what it was. Czechoslovak trade with the Soviet 
Union and other Eastern European countries in 1949 
was more than 50 per cent greater than in 1948. 
Source: Ministry of Foreign Trade, Czechoslovak Eco- 


nomic Bulletin, Prague, Czechoslovakia, Sep- 
tember 1, 1950. 


Middle East 


Egypt’s Dollar Balances 


The Egyptian Government has decided to maintain a 
dollar working balance of US$28.7 million with the 
Federal Reserve Bank of New York. Any surplus over 
this amount, after payment for authorized imports, is to 
be used automatically for purchasing gold and U.S. 
Government securities for the account of the Egyptian 
Government. 


Source: Al Ahram, Cairo, Egypt, September 19, 1950. 
Egyptian Cotton Policy 


Egypt’s average annual exports of long and extra-long 
staple cotton are estimated at 3.6 million kantars. Last 
year’s carryover of these staples is estimated at not more 
than about 250,000 kantars, including government stocks. 
The preliminary estimates of the new crop are 2.8 mil- 
lion kantars Karnak variety, 6.2 million kantars Ash- 
mouni and small quantities of other varieties. It is 
therefore believed that Egypt will have no difficulty in 
marketing its entire crop and its carryover this season. 
World demand for Ashmouni types is expected to in- 
crease since the American cotton crop will be about 33 
per cent less than last year’s and U.S. exports may there- 
fore be decreased. 

The Egyptian Government is endeavoring to increase 
exports to former customers who, for various reasons, 


113 





are now taking less than their prewar share, e.g., Japan 


and Switzerland. It will also buy part of the Karnak 
crop to increase its stocks for eventual resale against 
hard currencies. 


Source: Al Ahram, Cairo, Egypt, September 28, 1950. 


Currency Crisis in Israel 


A severe currency crisis began to develop in Israel with 
the introduction at the end of July of a footwear and 
clothing rationing scheme which led to strikes by shop- 
keepers and heavy buying by the public of other goods 
which they feared would soon become scarce. The crisis 
became acute in September. When the Government com- 
pelled all banks to invest 6 per cent of their deposits in 
government securities, there were rumors that the Govern- 
ment intended to freeze all deposits. This was followed 
by large note withdrawals and a. run on gold, which 
rapidly reached the record price of I£15 per ounce 
(US$42). Bank withdrawals are reported to have 
amounted to 2 per cent of total deposits. During the 
first week of the crisis, the note circulation rose by 1£2.5 
million, the biggest recorded increase in any week since 
the founding of the State in May 1948. In the following 
week, it rose by a further I£1 million in spite of the 
Government’s denial of the rumor that it was proposed 
to freeze deposits. 

Sources: Middle East Economic Service, Forest Hills, 
New York, September 1950; The Times, Sep- 
tember 1, 1950, and The Financial Times, Sep- 
tember 7, 1950, London, England. 


Iran and the Export-Import Bank 


It is reported that the Export-Import Bank will place 
a conditional credit of $20 million at the disposal of the 
Iranian Government to finance specific projects approved 
by the Bank and the Government. All expenditures on 
these projects involving dollar outlays will be met by the 
Export-Import Bank while the Iranian Government will 
provide the necessary rial outlay. 
Source: Ettéla’ at, Teheran, Iran, September 23, “1950, 


Iran-Swiss Financial Agreement 


The Anglo-Iranian Oil Company has agreed to the 
transfer of about £1 million from the Iranian sterling 
account to a Swiss sterling account. The Iranian Govern- 
ment intends to use these sterling funds to meet trade 
deficits with Switzerland caused by recent declines of 
Iranian exports to that country. However, the Iranian 
Government has informed the Swiss Government that 
this measure is only temporary and that trade between 
the two countries can be maintained at the present level 
only if Iranian exports to that country are expanded. 
The Swiss Government has assured the Iranian Govern- 
ment that the necessary steps in that direction will be 
taken. 


Source: Ettéla’ at, Teheran, Iran, September 16, 1950. 





Far East 
Indian Development Schemes 


India’s six-year development plan, which has been 
submitted to the Commonwealth Finance Ministers’ meet- 
ing, involves an expenditure of about Rs18.4 billion. 
India’s own resources available for investment during 
the period are estimated to be Rsl0.3 billion; for the 
balance, foreign aid will be needed. The domestic 
sources of finance are stated to be as follows: additional 
taxation, Rs3.5 billion; economy in government ex- 
penditure, Rsl.2 billion; increased earnings of state 
commercial enterprises, Rsl.5 billion; public borrowing, 
Rs3 billion; railway depreciation fund, Rs1.1 billion. The 
plan, it is stated, envisages a balance between agricul- 
tural and industrial development. 

Source: The Times of India, Bombay, India, September 
9, 1950. 


Pakistan’s Jute Export Policy 


The Government of Pakistan has announced that jute 
exports, during the 1950-51 season, will continue to be 
free of license to the hard currency countries, Argentina, 
Japan, and Switzerland. For other countries, there 
will be quotas which have been already fixed up to June 
30, 1951. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 25, 1950. 


China’s Cotton Crop 


China’s cotton production in 1950 is expected to 
amount to around 14 million piculs (7 million quintals) 
of ginned cotton, which exceeds the average yield of the 
five years before the war. Cotton acreage is estimated at 
above 56 million shih mow (about 8.4 million acres), 
which is above the target set at the beginning of the year. 
China’s textile mills are assured, therefore, of adequate 
supplies of cotton, and a three-year cotton production 
plan is now being worked out. 

Source: Ta Kung Pao, Hong Kong, August 21, 1950. 


United States 
U.S. Balance of Payments 


The U.S. balance of payments in the quarter ended 
June 30 did not change materially from the first quarter 
of 1950, according to a recent report of the Department 
of Commerce. The current account deficit of foreign 
countries was maintained at the first quarter annual 
rate of about $2.8 billion. Merchandise imports rose by 
$32 million from the first quarter and merchandise ex- 
ports by $134 million. Imports of coffee, cotton, wool, 
and vegetables fell by $133 million largely owing to 
seasonal factors, while imports of other commodities 
rose by $165 million, or about 11 per cent. The increase 
in exports was due almost entirely to increased trade 


with Canada. 
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Foreigners’ holdings of gold and U.S. dollars con- 
tinued to increase during the second quarter; from 
the devaluation in September 1949 to June 30 they had 
risen by nearly $1.5 billion through transactions with 
the United States and by about $0.5 billion through new 
gold production. The ability of foreign countries to 
continue adding to their reserves through the last three 
quarters indicates that the external financial strength of 
which there was evidence immediately after devaluation 
was not merely temporary. Foreign countries did not 
fully utilize U.S. Government aid or private capital and 
gifts for purchases in the United States during the second 
quarter, and these funds, together with earnings from 
exports, have increased gold and dollar reserves and 
other dollar assets. 

Improved confidence in foreign currencies may have 
contributed to the decline in the “unaccounted for” or 
“errors and omissions” component of the balance of 
payments from an annual rate of about $1 billion during 
1947, 1948, and 1949 to a rate of about $250 million 
during the first half of 1950. This decline may be re- 
lated to the gradual decline in the gap between official 
and free market dollar rates; the premium in the dollar- 
pound rate in Paris, for example, fell from over 35 per 
cent prior to devaluation to less than 15 per cent im- 
mediately after. The addition to official reserves of ap- 
proximately $200 million more in the second than in 
the first quarter of 1950 was probably made possible 
by an increase in the proportions of foreign dollar re- 
ceipts sold through official channels. 

The Korean crisis has, temporarily at least, expanded 
the opportunities of foreign countries to improve their 
dollar position and to widen the scope of multilateral 
trade. U.S. demand for foreign raw materials has in- 
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creased and import prices have risen sharply. Imports 
can therefore be expected to reach a higher level than 
during the first half of 1950. While foreign demand for 
U.S. goods also is rising, U.S. export possibilities are 
limited by increased U.S. domestic demand for both 
civilian and military type products. This limitation on 
U.S. exports will increase the opportunities for European 
countries to compete more effectively in overseas markets, 
and thus facilitate the extension of multilateral trade. 


Source: Department of Commerce, Survey of Current 


Business, Washington, D. C., September 1950. 


Latin America 


Mexican Government Receipts 


According to preliminary data issued by the Mexican 
Ministry of Finance, the income of the Federal Govern- 
ment in the first five months of this year was 89.4 million 
pesos, which is higher than in the corresponding period 
of 1949. The increase is attributable to a high level of 
economic activity and to recent reforms of the taxation 
system. 

Net receipts totalled 1,238.2 million pesos, 261.8 mil- 
lion more than had been estimated. If this rate is main- 
tained the Government will again have a surplus as in 
1949, when the surplus was 120.9 million pesos. During 
the period referred to, receipts from industry and com- 
merce amounted to 211.4 million pesos, or 45 per cent of 
the total income received. Sugar, gasoline and other 
petroleum products, and matches together accounted for 
69 per cent of the total revenue from industry. Of the 
revenue from commerce, 81 per cent was derived from 
taxes on mercantile incomes, which totalled 81.4 million 
pesos. 

Government revenues accruing from foreign trade 
amounted to 261.3 million pesos during the first five 
months of 1950, 114.8 million pesos from import taxes, 
and 146.5 million from export taxes. Of the income 
derived from export taxes, 70.6 per cent came from 
the 15 per cent ad valorem impost, levied to absorb part 
of the proceeds accruing to exporters by reason of the 
modifications of the peso exchange rate. 

Source: Banco Nacional de México, Examen de la Situ- 
acién Econémica de México, México, D.F., Sep- 
tember 1950. 


Colombian Commercial Quotas 


Colombia has set at $90 million the amount of ex- 
change to be allocated for commercial import quotas in 
the year beginning September 15. The total amount 
distributed to each individual enterprise is based on the 
proportion of the company’s capital devoted directly to 
commerce (40 per cent), general and administrative 
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expenses (30 per cent), and the number of employees 
and workers (30 per cent). 

Sources: El Tiempo, Bogota, Colombia, September 5, 
1950; The Journal of Commerce, New York, 
N.Y., September 28, 1950. 


Lower Interest on Bank Deposits in Brazil 


As an anti-inflationary measure the Superintendency 
of Currency and Credit has reduced the limits on interest 
on bank deposits. It is believed by the authorities that 
this will tend to reduce the interest on bank loans and 
stimulate investment in government bonds and corporate 
shares. The Bank of Brazil until now has paid interest 
of from 2 per cent to 44% per cent depending on the type 
of deposits, and other banks have paid even more. 
Source: Brazilian Government Trade Bureau, Brazilian 

Bulletin, New York, N.Y., September 15, 1950. 


Import Deposit Requirements in Paraguay 

The Monetary Board of the Banco del Paraguay passed 
a resolution on August 16, 1950 whereby importers who 
are granted exchange for imports are required to deposit 
a certain percentage of the total value of the authorized 
imports. The deposit is payable to the Banco del Para- 
guay on the date on which the exchange contract is 
issued, and its amount will be based on the classification 
of the merchandise to be imported at the following rates: 
Group I, essential goods, 10 per cent; Group II, basic 
imports (machinery, textiles, raw materials, etc.), 15 per 
cent; Group III, consumer goods, 20 per cent; and Group 
IV, nonessentials and luxuries, 25 per cent. The deposits 
will be regarded as part payment for the merchandise. 

These deposits are different from those required for 
the opening of irrevocable letters of credit which are as 
follows: Group I, 20 per cent; Group II, 40 per cent; 
Group III, 75 per cent; and Group IV, 100 per cent. 
Letters of credit are at present given by the Banco del 
Paraguay only to a very limited extent. 

The measure is designed to combat inflation by 
freezing part of importers’ liquid funds and thus re- 
ducing the working capital of importers. 

Source: La Tribuna, Asuncion, Paraguay, August 18, 
1950. 


Taxation and Tariff Revision in Argentina 


Shortly after the Budget Acts for 1951 and 1952 were 
passed (see this News Survey, Vol. III, pp. 99-100), the 
Argentine Congress approved a new tax law providing 
for increases in rates of income, inheritance and gift, 
and miscellaneous internal taxes. The law also author- 
ized the Executive to increase customs duties up to 100 
per cent in case of necessity and to suppress the ad- 
ditional duties already permitted by customs legislation. 

The basic personal income tax rate was accordingly 
increased from 5 to 7 per cent and the progressive rates 
(surtax) were raised to a 33 per cent maximum. Income 
tax on domestic corporations and joint stock companies 
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was increased from 15 to 24 per cent, and foreign cor- 
porations are now subject to income tax at the rate of 30 
per cent. The inheritance and gift tax was increased 
to a maximum of 85 per cent (formerly 50 per cent). 
Personal income tax exemptions have, however, been 
increased from 4,800 pesos to 6,000 pesos for Categories 
III and IV of taxpayers (earned income) and from 
2,400 pesos to 3,600 pesos for Categories I and II 
(unearned income) ; and capital gains tax rates reduced 
from a maximum of 40 per cent to a maximum of 30 
per cent. The additional revenues are to be added to 
the ordinary revenues of the National Budget Acts for 
1951 and 1952. 

Executive Decree No. 17,607 of August 23, 1950 
provides for a complete revision of the Argentine customs 
tariff. Effective on August 24, 1950, import duties will 
be assessed on the basis of c.i.f. values declared by the 
importer and verified by the original invoices. The new 
ad valorem rates will be announced 45 days from August 
23. These provisions will not be applied when they are 
in conflict with commercial treaties or agreements. 

All declarations of value on customs documents must 
after October 26 be made in Argentine currency. Con- 
version from foreign currencies will be effected at the 
rate of exchange applying to the particular article as in- 
dicated on the prior exchange permits. 

Sources: Ministerio de Finanzas, Boletin Oficial, Buenos 
Aires, Argentina, August 25, 1950; Department 
of Commerce, Foreign Commerce Weekly, 


Washington, D. C., September 25, 1950. 


Other Countries 


Australian Finances 
The Australian budget, to be introduced shortly, is 
expected to include an export tax of either 25 or 3344 
per cent on wool, lead, and zinc. A tax on wool has its 
origin in a proposal put forward by Sir Douglas Copland, 
who argued that it would be preferable to appreciation of 
the Australian pound to parity with sterling, since such 
an appreciation would bear hardly on exporters of com- 
modities other than wool and also upon Australian 
industry, while it might not be sufficient to combat the 
undesirable repercussions of present high wool prices. 
The proposal provided that two thirds of the proceeds 
of the tax, in addition to the proceeds of the present 74 
per cent levy, should be paid into a fund which would 
act as a cushion for producers if future prices should 
fall below production costs; one third would be used to 
subsidize the domestic price of wool and to finance 
certain investment projects designed to promote the long- 
term interests of the wool industry. Wool-growers’ or- 
ganizations have, however, made strong protests against 
such a tax. 
Sources: The Financial Times, September 18, 1950, and 
The Economist, September 26, 1950, London, 
England. 
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South African Balance of Payments 


Imports into the Union of South Africa rose from 
£58 million to £69 million in the first two quarters of 
1950, while exports fell, largely as a result of the seasonal 
decline in wool exports, from £45 million to £39 million. 
The current account position changed from a surplus of 
£9 million in the first quarter to a deficit of £4 million in 
the second quarter. The net inflow of capital (including 
trade credits as well as errors and omissions) continued, 
and amounted in the second quarter to £16 million; this 
is known to include £2.2 million of investment capital 
received by the Virginia Orange Free State Gold Mining 
Company, Limited, from the Kennecott Copper Corpora- 
tion in the form of U.S. dollars, and £3.8 million received 
by the Anglo-American Corporation of South Africa, 
Limited, in the form of Swiss francs. It also reflects to 
some extent the receipt of imported goods during this 
period for which payment was to be made at a later 
date. Thus the Union’s gold and exchange holdings, 
which had risen by about £35 million in the first quarter, 
increased further by about £12 million during the second 
quarter. 

During July and August the upward movement in 
reserves was reversed. Total holdings fell from £153.2 
million at the end of June to £141.5 million, sterling 
reserves falling by £17.1 million and gold and hard cur- 
rency reserves rising by £5.4 million. This movement 
was caused in the main by large dividend payments and 
by heavy payments for imports under universal permits 
which expired on June 30 and under restricted permits 
issued for the first six months of the year but subse- 
quently extended to expire on September 30. The figures 
also reflect to a certain extent the continued decline in 
the inflow of British capital. 

Source: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 
September 1950. 
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